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CHART 1 

PRINCIPAL ASSUMPTIONS 

Monetary Policy 

- Growth of M2 around the middle of its range in 1987 and a little slower 
in 1988. 

Fiscal Policy 

Deficit-reducingactions of about $25 billion in fiscal year 1988 

Other 

Foreign exchange value of the dollar declines at about a 10 percent 
annual rate over the forecast period. 

Oil prices average around $17 per barrel over 1987and 1988. 



CHART 2 

FEDERAL BUDGET -
FYi988 FYI987 FYiBBB 

STAFF ADMINISTRATION STAFF ADMINISTRATION 

990 1009 1016 1046 1024 

769 828 842 898 917 

221 181 173 148 108 

173 151 n.a. 129 n.a. 

OUTLAYS 

RECEIPTS 

DEFICIT 

HIGH EMPLOYMENT 
DEFICIT 

DEFICIT-REDUCING ACTIONS 
r 

Mi007 FYI988 
ENACTED ADMINISTRATION STAFF 

1 SPENDING CUTS 10 20 10 

ASSET SALES 7 11 7 

RECEIPT INCREASES 5 6 8 

TOTAL 22 37 25 

BUDGET DEFICIT RELATIVE TO GNP 
PERCENT OF PrnNTIAL QNP PERCENT OF GNP'r 


...'t 
EHPLWMENT DEFICIT 
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CHART 3 

NONFARM EMPLOYMENT 
AVERAGE MONTHLY CHANCE, THOUSANDS 

TOTAL 


MANUFACTURING (Secondbar) 


1965 1988 


DOMESTIC AUTO SALES 
MILLIONS OF UNITS 

300 


100 
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100 


INDUSTRIAL PRODUCTION 
INDEX 1977=100 

I- j128 


I- + 122 
-120
1985 1986 


REAL CONSUMPTION LESS AUTOS 
PERCENT CHANGE. ANNUAL RATE 

rc 
- - 4  


- 2  


I I 
 - 0  

NEW ORDERS FOR NONDEFENSE 
CAPITAL GOODS BILLIONSOF Dams 

130 


-20
1985 1986 


1l4 
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I
I I 1 14

1985 1988 


5 7  -2.5 

TOTAL SALES 
4.5 - - 2.25 

- 2  


- 1.75 
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CHART 4 

REAL GNP PERCENT CHANQE,
PERCENT W E FROM PREVIOUS PERlOO ~4 TO a4- -

NET11:; LEB8 NET EXPORT8 (Second bar) 

QNP LESS 

EXPOR18 

1986 2.9 3.9 

1 4 3  
1988 2.2 2.8 

1987 2.8 16 

1988 2.7 1.6 

1907 
1986 
II 

1988 
-

GNP DEFLATOR PERCENT CHANQE, 
PERCENT CHANQE FROM PREVIOUS PEMOO 04 TO a4-4 

1986 

3 1
1988 2 2  

1987 2 9  
2 

1 

UNEMPLOYMENT RATE 

II
c 

1908 19071 
19 
I0 

04 AVERAQE. PERCENT-
1986 7.1 

19W (1.9 

(SO7 (1.6 

1988 (1.5 



CURRENT ACCOUNT AS PERCENT OF GNP 

I I I I I I I I I I I I I I I I 
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CURRENT ACCOUNT AS PERCENT OF GNP 
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WHOLESALE PRICES 
c Q w r w T ~ F R Q ( ? m R E & u m  
 - -180
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E o O K y l 8 1  INDEX 
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OIL PRICES 
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CHART 7 

CONSUMER PRICES 
PERCENT CHANOE. 0 4  TO 01 

F'UNITED 8TATEI 
FOREIGN INDUSTRIAL COUNTRIES '(Second bar) 

lo 
b 

-	 4 

c 3 
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I I - I988110 

ECONOMIC ACTIVITY: JAPAN AND EUROPE ** 
PERWIT M O E .  0 4  TO 0 4  

REAL aNP**' 
REAL TOTAL DOMESTIC DEMAND**' (Second bar) 

c
F' 
P 

- c 

I I ,  1 ~L 

ECONOMIC ACTIVITY: WORLD 
P E R W  OMOL 0 4  TO 0 4  

UJ, RUL OWP 

ALL FOREIGN CCUNTRIES REAL GNP *** lSecondbarl 
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WEIOKTEO AVERAOE Of THE 8Ol MAJQI FOEION INDWTWAL COUNTWES U8lNP TOTAL 
inn-70 AVERAOE TRADE

**OERMANV FRAN ITALY AND THE UNITED I(U(QDOl4
'**WElOKTEb A V E R S  U 8 d O  US. NOW-AORICULTURM utwRT8, 1978-W 
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OIL IMPORTS 
MBD, RATIO SCALE BILLIONS OF DOLLARS, RATIO SCALE 
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7 

FEEDS, FOOD 
BEVERAGES 

INDUSTRIALSUPPLIES 

CAPITALGOODS 

AUTOS 

CONSUMER GOODS 

TOTAL 

-
-

-

---' 

-
NON-OIL IMPORTS 

-
198504 1986Q2 1986Q4 
198JQ2 1985Q4 198602 

-0.2 19.7 -0.4 

-5.2 -4.6 4 1  

2.5 8.3 8.9 (7.8) 

9.3 11.3 9.3 (7.7) 

4.1 6.0 6.7(7.8) 

2.3 6.4 7.0 
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..'.'.* 
.'.- - 110 

.',.*- - 100 

I 90 
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CHART 10 

EXTERNAL BALANCES 
BILLIONS OF 1982 DOLLARS BILLIONS OF DOLLARS 

40 
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40 

80 

120 

160 

200 I I 1 I I 200 
198s 1984 1986 1986 1987 1988 

CONTRIBUTIONS TO CHANGES IN REAL GNP NET EXPORTS 
BILLIONSOF 1982 DOLLARS.0 4  TO 0 4  

-

1986 1987 1988 

DEPRECIATION TO DATE 54 79 33 

PROJECTED DEPRECIATION _ _  6 25 

OTHER FACTORS -78 -42 -14 

TOTAL -24 43 44 



CHART 11 

U.S. CAPITAL TRANSACTIONS 

-

BILLDNSOF DOLLARS; NET INFLOWS = + 

1983 1984 1985 1986e 198P 

1. NET PRIVATE AN0 OFFICIAL CAPITAL FLOWS 36 79 95 108 120 

2 PRIVATECAPITAL FLOWS 36 05 103 76 74 

3 U S  BANKINGOFFICES 20 23 40 30 25 

4 BONDSANDSTOCKS~ 14 32 60 71 61 

5 DIRECT INVESTMENT 9 20 2 -17 -12 

6 OTHER NON-BANK FLOWS -7 10 1 -8 0 

7 U S AND FOREIGNOFFICIALTRANSACTIONS -6 -8 32 46 

8 STATISTICAL DISCREPANCY 11 28 23 35 31 

9 BALANCEON CURRENTACCOUNT -47 -107 -118 -143 -151 

1 TRANSACTIONS WITH FINANCE AFFlL!ATESINMENETHERLANDSANTlLLESKAVE BEENEXCLUDEDFROM DIRECT NVtSTMEM 
AhD ADMDTDFORElGNWRCHASESff U S  SECURITIES 

' LESSTHANIMOMILLION 
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CHART 12 

7 -90 - -112 
MANUFACTURING NONFARM EUSINESS 
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PAYROLL EMPLOYMENT LABOR FORCE PARTICIPATION 
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CHART 13 

EMPLOYMENT COST INDEX EMPLOYMENT COST INDEX 
PEAOUT W O E  FROM YEAR EARUUI PfRQKT W a E  FRO( YEAn URLIEn 

8 
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0 
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COMPENSATION AND UNIT LABOR COSTS 
W O E  FROM YEAR EARul- -

NONFARM auIu)IEea 

COMPENSATIW 

_---0-
0
-=---xO/--

I I 1 I I 
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GNP AND PCE FIXED WEIGHT PRICE INDEXES 
-.-

PCE (Secondbar) 

I I I I , 1987 988IlL l!l!
1983 1984 1985 0 8 8  



PERSONAL SAVING RATE AND HOUSEHOLD NET WORTH RELATIVE TO DPI 
PERCENT nmo 

1980 1971 1974 1977 1-0 1963 1908 

CHART 14 

REAL PERSONAL CONSUMPTION AND DISPOSABLE INCOME 
PERCENT CHANOE, HR Ta 

1983-1985 1988 1987 1980 

LOAN DELINQUENCIES CURRENT FINANCIAL SITUATION 
PERQ)(t mDEX * 
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PERSONAL SAVING RATE AND HOUSEHOLD NET WORTH RELATIVE TO DPI 
PERCENT nmo 
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CHART 15 

HOUSING STARTS 

r 12.5- -
TQTAL SINOLE MULTl 

2 	 1985 1.74 1.07 0.67 

1986 1.83 1.19 0.64 
1.5 


1987 1.68 1.18 0.50 

1988 1.74 1.22 0.52 

0.5 

0
1985 1988 1987 


MORTGAGE PAYMENT AS PERCENT 
OF HOUSEHOLD INCOME PERCEN-I

1 


1988 


RENTAL VACANCY RATE 
PERCENT r 1l2 
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REAL BUSINESS FIXED INVESTMENT 
ruQwl OWW. HR TO HR 

*wwuupcRQnouyQEs 
HR TOW! 

-.) 20 
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Own 17 

FINANCING GAP

rvvwrwEuL--

I 1 I I I I 200 

1903 1984 1986 1988 1987 1988 


DEBT-EOUITY RATIO INTEREST CWERAGE. 


6 


4.6 

4 


NET FUNDS RAISED BY NWFlNANClAL CaPORATIWS 
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FEDERAL REAL PURCHASES TOTAL EXCLUDING CCC 
PERCENT CHANGE. a4 TO a4 PERCENT CHANCE. a4 TO a4-

TOTAL 

EXCLUDING CCC (Second bar) 

190s 1906 1987 


STATE AND LOCAL REAL PURCHASES
WE. a4 TO a4 

~1987 

1988 


STATE AND LOCAL OPERATING 
SURPLUS BILLJOls ff WLUAI-

EXUUDINO TRUST FUNDS 

-
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STATE AND LOCAL CONSTRUCTION 
OUTLAYS S U I O l s  ff l s s2  W L U R B  
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NET BORROWING BY DOMESTIC NONFINANCIAL SECTORS 
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CHART 20 

SUMMARY OF PROJECTIONS FOR 1987 

BOARD 
MEMBERS PRESIDENTS 

PERCENT CHANGE, GI4 TO 0 4  RANGE MEDIAN RANGE MEDIAN 

NOMINAL GNP 4%to6% 5% 53hto7% 6 

REAL GNP 2 to 4 2% 2% to 3% 23h 

GNP DEFLATOR 2% to 3 2% 3 to 4 3% 

AVERAGE LEVEL, 04, PERCENT 

UNEMPLOYMENT RATE 6.5 to 6.8 6.7 6.4 to 6.8 6.7 


PREVIOUS FOMC PROJECTIONS FOR 1987 
-
REPORTED TO CONGRESS JULY 18.1986 

-
ADYIN. 

STAFF ISTRATION 

5 'A 7 

29i 3'h 

3 3% 

6.6 6.5 

PERCENT CHANGE, 04 TO Q4 

NOMINAL GNP 

REAL GNP 

GNP DEFLATOR 

AVERAGE LEVEL, a4, PERCENT 

UNEMPLOYMENT RATE 

RANQE CENTRAL TENDENCY 

5 to 8% 6 to 7% 

2 to 4% 3 to 3% 

1% to 4% 3 to 4 

6% to 7 63 I i  




